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Report of the Chairman to the Shareholders 


Ox BEHALF of the Directors, I have pleasure in presenting the thirteenth 
annual report of the Company for the year ended December 31, 1965. This 
report includes a review of your Company’s affairs and the audited consolidated 
financial statements for the period. 


At the outset, and on behalf of my fellow Directors, I should like to pay 
tribute to the Honourable Robert H. Winters, who in December of the past year 
resigned his office as Chairman and Chief Executive Officer of your Company 
in order to assume the post of Minister of Trade and Commerce in the Federal 
Government. Mr. Winters, during the past two and a half years, devoted a great 
deal of his time and energy to the negotiations for the development and sale of 
the hydro-electric power from the Churchill Falls project in Labrador. Any success 
in this regard which may be ours in the future, will be due in large measure to 
the services which Mr. Winters has rendered to your Company as its Chairman. 


With the concurrence and support of the Newfoundland Government, nego- 
tiations with Hydro-Quebec for the sale of power from Churchill Falls surplus 
to Newfoundland’s requirements were resumed in the spring of 1965 and have 
been actively pursued since. By the year end, a large measure of agreement had 
been achieved between Churchill Falls (Labrador) Corporation Limited and 
Hydro-Quebec on various technical and commercial problems for the sale and 
transmission of the power. In fact, this past year has been one of steady progress 
towards the realization of this important development. In this connection, the 
announced intention by the Federal Government to remit to the Provinces 95% 
of the Federal Income Taxes collected from privately owned power utilities has 
been an important factor in facilitating negotiations on the matter of price. 


In other areas of water power development, the Twin Falls plant enjoyed 
its first full year of operation without construction in progress, and earnings in 
Twin Falls Power Corporation Limited permitted the commencement of dividend 
payments, resulting in an additional source of income to Churchill Falls 
(Labrador) Corporation Limited. 


At Bay dEspoir your Company continued to act as representative of the 
Newfoundland and Labrador Power Commission in providing supervisory and 
administrative services in connection with the construction of their 300,000 h.p. 
hydro-electric power project on the south coast of Newfoundland. 


In Brinex, the Whalesback Copper Mine was brought to production in 
September, on schedule and within the project cost estimates. Ore production 
during the last four months of 1965 progressed towards the designed plant 
capacity. Further information on grade and ore reserves of the Whalesback Mine 
are reported elsewhere in detail. 


An active mineral exploration programme was conducted in Newfoundland 
and Labrador throughout the year with special emphasis in the Halls Bay Con- 
cession area in the region of the Whalesback Mine. The policy of your Company 
continues to be to encourage other mining companies to become partners in joint 
ventures to explore and develop Brinex large concession areas. 


You will note that your Company has this year achieved a position of earned 
surplus in its consolidated accounts. This results largely from new revenues in 
Brinex from the Whalesback Mine and from the inauguration of dividend pay- 
ments from Twin Falls Power Corporation. Total expenditures of $698,706 
were made in connection with water power development of the Churchill and 
other Labrador rivers. Overall the Company maintained a sound working capital 
position, which remains largely unchanged from the previous year. 


Shareholder interest in your Company reached a record high last year with 
4,916,309 Common shares being traded on the Montreal Stock Exchange between 
February 4, 1965, the date on which the Common shares of the Company were 
listed, and December 31, 1965. As at the latter date the Company had 14,000 
shareholders. 


In conclusion, I should like to acknowledge gratefully, on behalf of my 
fellow directors, the loyal and effective work of your Company’s staff and the 
time and help given generously by advisors and associates. 


Mec Cee 


Chairman 


Montreal, February 11, 1966 
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BRITISH NEWFOUNDLAND CORPORATION LIMITED 


(INCORPORATED UNDER THE LAWS OF THE PROVINCE OF NEWFOUNDLAND) 


Report of the Directors to the Shareholders 


Activities for the year under review are grouped under Water Power and Minerals. No 
developments of importance took place in 1965 in connection with the Company’s Labrador 
forest concession. Operating and financial results are reviewed under the subsidiary and 
associated companies which have been formed to develop the Company’s concessions. Also 
included for the information of the shareholders is a plan and description of the proposed 


Churchill Falls Power Project. 


WATER POWER 


Churchill Falls (Labrador) Corporation Limited 

Reference was made in the last Annual Report 
to the change in the name of Hamilton River and 
Hamilton Fails to Churchill River and Churchill 
Falls. The Government of Newfoundland con- 
firmed this by legislation during the past year. 
Subsequently, to conform with the change of 
name, the name of Hamilton Falls Power Cor- 
poration Limited was changed by Supplementary 
Letters Patent to Churchill Falls (Labrador) 
Corporation Limited. Brinco holds a 72% interest 
in this company. 

In a statement to the Legislature on March 10, 
1965, Premier Smallwood expressed the desire 
of the Newfoundland Government that Labrador 
power, surplus to the needs of Newfoundland, be 
made available to other Canadian Provinces, in- 
cluding the Maritimes, Quebec and Ontario. He 
also confirmed that Newfoundland would be 
happy to see Labrador power surplus to Cana- 
dian needs exported to the United States. 


Negotiations have been going on continuously 
since last Spring aimed at reaching agreement on 
the development of the Churchill Falls project. 
During the course of the discussions, a wide va- 
riety of problems, both technical and commercial, 


have been resolved. These negotiations were fa- 
cilitated by the Federal Government’s announce- 
ment of its intention to remit to the Provinces 
ninety-five per cent of the Federal Income Taxes 
collected from privately-owned power utilities. 


Twin Falls Power Corporation Limited, in 
which Churchill Falls (Labrador) Corporation 
holds a one-third equity interest and voting con- 
trol, enjoyed its first full year of operation with- 
out construction in progress. This permitted the 
operating staff to concentrate on improving the 
efficiency of the plant and procedures. 


On January |, 1965 the Wabush main power 
contract became effective and power was supplied 
throughout the year for their mining and milling 
operations. Revenues for the year thus reflected 
sale of power under long term power contracts 
to Iron Ore Company of Canada and the Wabush 
group, the two principal customers of Twin Falls 
Power Corporation. 


During the year Twin Falls Power Corporation 
commenced the retirement of its first mortgage 
bonds by semi-annual instalments. The net 
profits remaining after provision for income taxes 
amounted to $833,584 for the year, and after 


declaration of three quarterly dividends totalling 
$675,000 in 1965 the earned surplus remaining 
at December 315 1965, was sj01,513. 


The 1965 operating results for Churchill Falls 
(Labrador) Corporation include the dividends 
received or receivable on its one-third share- 
holding in Twin Falls Power Corporation. During 
the year the company made the initial payment 
in respect of rentals due to the Government of 
Newfoundland under the terms of the Statutory 
Lease covering its water power and related rights 
on the Upper Churchill River. The accumulated 
costs on the project less amounts amortized to 
date, amount to $12,575,108. 


Other Labrador Water Powers 

In view of the large potential markets which 
exist within economic transmission range of 
Labrador, studies have been made of other 
hydro-electric sites besides Churchill Falls. Sur- 
veys were carried out during the 1965 field season 
on sites on the Lower Churchill River, with a 
view to providing for the eventual fully-integrated 
development of all sites on the River. The total 
power potential of the Churchill River approx- 
imates nine million horsepower or 6,750,000 k.w. 
These studies have confirmed the preliminary 
selection of Gull Island and Muskrat Falls as the 
two most favourable sites for downstream develop- 
ments. Engineering and estimating work continues 
on the proposed Lower Churchill Development. 


Preliminary assessment on other hydro-electric 
sites in Labrador within your Company’s water 
power concession area established that a potential 
of several million horsepower exists at a number 
of sites on rivers in Labrador, other than the 


Churchill. The rapidly growing demand for power 
is likely to result in a continuing program of 
hydro-electric development in Labrador for many 
years to come. 


Transmission of power from the Churchill 
River to the Island of Newfoundland has been 
studied in detail. It is clear that when economic 
sources on the Island have been exhausted New- 
foundland power requirements for the foreseeable 
future can be satisfied from Labrador. 


The survey work on the Lower Churchill and 
other rivers in Labrador was carried out by your 
Company during 1965 at an overall cost of 
$381,965 for the field and engineering work. 


Bay dEspoir 

Your Company has continued to act as repre- 
sentative of the Newfoundland and Labrador 
Power Commission in providing supervisory and 
administrative services in connection with the 
construction of the 300,000 h.p. hydro-electric 
power project at Bay d’Espoir on the south coast 
of Newfoundland. Work under the principal civil 
contract started in June. 


During the past year in order to facilitate the 
financing and realization of the Bay dEspoir 
project by the Commission, your Company, at 
the request of the Government of Newfoundland, 
surrendered to the Government all of its rights 
under the Principal Agreement to any unalien- 
ated and undeveloped hydro power potential on 
the Island of Newfoundland. 


Following disposal of its assets Southern New- 
foundland Power & Development Limited sur- 
rendered its charter on August 6, 1965. 
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CHUTE iGo PALES POWER PROJECT 


The insert on the plan on the opposite page indicates the location of the 
Churchill Falls Power Project. The plan itself designates the major installations 
required. 


Local topography in the area of Churchill Falls will permit development of 
a head approaching 1,100 feet at one site a short distance downstream from the 
Falls. No large dams across the river need be constructed, and the development 
scheme calls for diversion of the river and construction of an underground 
powerhouse discharging below the Falls. 


The water which will be available from the Upper Churchill River catchment 
area, once it has been regulated, will be sufficient to permit the installation of 
over 6,000,000 horse power (4.5 million kilowatts) at this site, producing approx- 
imately 34 billion kilowatt hours of electrical energy per annum. 


Briefly, the scheme involves utilizing the run-off from a drainage area of 
approximately 27,000 square miles. It is proposed that the two main storage reser- 
voirs, the Sandgirt-Lobstick-Michikamau reservoir, and the Gabbro-Ossokmanuan 
reservoir, will be formed by raising the levels of these and of other existing lakes 
on the Labrador Plateau above Churchill Falls. Because of the topography of 
the region it will be possible to provide a reservoir of over 2,500 square miles 
by building a series of dikes at low points along the rims of the lakes. Live 
storage of over 1,115 billion cubic feet will be obtainable, adequate to provide 
better than 97% effective regulation of the available water. 


A concrete spillway and control structure will be built across the river about 
five miles above Churchill Falls. This will channel the waters of the Upper 
Churchill River into the forebay, formed by the construction of dikes along the 
south side of a chain of lakes parallel to the Churchill River. 


The forebay will terminate approximately sixteen miles downstream from 
the Falls. The intake structure will be located at this point, and the water will be 
conveyed to an underground powerhouse which will be at a depth of approx- 
imately 1,100 feet. Ten inclined penstocks will drop the water down from the 
intake to the turbines. Ten machines, each rated at approximately 622,000 horse- 
power, will convert the energy thus made available into electricity. Two tail-race 
tunnels, each over one mile long, will return the water to the river below the 
Falls. The switch-yard and transmission terminal facilities will be located on the 
surface above the power-house. 
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Whalesback and by September of 1964 a~three 
compartment shaft» had beéeneompleted to a 
depth of 1,08: feet.t ollowing the partial devel- 
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ginning of 1965 the concentrator building was 
closed in and the installation of machinery was 
begun. The mine, mill and associated facilities 
were tuned up in July/August of 1965 and 
production was commenced thereafter. (A sketch 
of the mine, mill and related facilities and a dia- 
gramatic cross-section of the underground work- 
ings on five levels is to be found on this page.) 
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capacity of 2,000 tons of ore per day, yielding 
something in excess of 110 tons of copper con- 
centrates. By the year end, 181,996 tons of ore 


-had_been milled, _producing 9,758 dry tons of 


conceritrates-containing an estimated 4,567,000 
pounds of copper metal. 


\ Sapper concentrates produced at Whalesback 
e_trucked yee the mine seven miles by road 

to a stor’ ef -adjacent to the tide-water_dock 
and concentrate loading™facilities™6f Atlantic 
Coast Copper Corporation Limited at Little Bay. 
Here a conically shaped concentrate storage 
building witha capacity.of 25,000 tons has been 
erected. The existing dock and concentrate load- 
ing facilities*are being jointly used by both pro- 
ducers. The first shipment.of concentrates was 
made on November 14, 19 


Further shipments have since been made an 
will continue during the winter months so long 
as weather conditions allow. Shipments will then 
be resumed in early June following the winter 
break up. 


The mine and mill have a one design r 


—Newfoundland Tourist Development Office Photo 


Premier Joseph R. Smallwood at the opening ceremonies of the Whalesback Mine — in the background, 
Mr. W. R. Smallwood, M. H. A. Green Bay, and Mr. Harvey Grant, former mayor of Springdale. 


The Whalesback ore reserves are presently 
estimated to be four million tons with an indi- 
cated grade of 1.5% copper which reflects an 
increased tonnage over earlier estimates. In addi- 
tion, further copper values have been intersected 
at depth to the west of this ore-body, confirming 
the westerly plunge of the ore zone and opening 
the possibility of additional ore in this direction. 
The ore reserves indicated by surface diamond 
drilling in the Little Deer Pond deposit are 
990,000 tons with a grade of 1.74% copper. 
Exploratory drilling underground is continuing in 
the Whalesback ore zone; and also from a drive 
on the 800 foot level which is being advanced 
towards the Little Deer Pond deposit to investi- 
gate the true size and nature of this ore-body. 


General Exploration 

In addition to the exploratory work at Whales- 
back, Brinex continued an active general explora- 
tion programme, both on its own account and 
jointly with others, of its mineral concession areas 
in Newfoundland and Labrador. 


In Newfoundland, Brinex field parties con- 
tinued systematic geological mapping, geochem- 
ical prospecting and geophysical surveying in 
the Halls Bay Concession with the result that 
parts of the area have been selected for in- 
vestigation by diamond drilling in 1966. During 
the past year Brinex acquired exploration rights 
to the former Pilley’s Island Concession, which 
is an area of 20 square miles located in 
Halls Bay. 


In Labrador, in the’course of further geological 
studies of molybdenite mineralization in the 
Makkovik area, new occurrences of uranium 
and copper were found. More surveys will be 
required before diamond drilling is considered. 


In recognition of the value to Newfoundland 
of industry based on local industrial minerals and 
building materials, Brinex has made a sustained 
effort to promote the use of labradorite from the 
Nain area as a decorative material and has made 
an assessment of several deposits of attractive 
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marble in Western Newfoundland. It may be 
some time, however, before development of either 
of these materials can be economically justified. 


Five joint venture programmes involving six 
mining and oil companies were in effect in 1965. 
In south-east Labrador, Brinex parties with heli- 
copter support, commenced exploration of a large 
area on behalf of its joint venture partners, Pacific 
Petroleums Ltd., Labrador Mining & Explora- 
tion Company Limited and The Hanna Mining 
Company. On Brinex Newfoundland concessions 
exploration under joint venture programmes was 
continued by Consolidated Mining & Smelting 
Company of Canada Limited, by Canadian 
Johns-Manville Company Limited and by Golden 
Eagle Refining Company of Canada Limited. 


In April 1965, a further step was taken towards 
the clarification of petroleum and natural gas 
rights in Newfoundland with the passage by the 
Newfoundland Government of the Petroleum and 
Natural Gas Act. Pending adoption of Regula- 
tions under this Act Brinex’s rights to the Oil 
and Gas Reservation Area and appropriate off- 
shore areas under the 1963 Petroleum and 


Natural Gas Act, were extended by Order in 
Council and Brinex was also granted two interim 
exploration permits at Shoal Point in Port au 
Port Bay. These enabled the exploration pro- 
gramme started in 1964 jointly with Golden 
Eagle to proceed. Two holes were drilled by 
Golden Eagle and although complete testing did 
not yield significant production, oil bearing for- 
mations were intersected and the results added 
substantially to Brinex’s knowledge of geology 
in the area. 


The mineral exploration programme in 1965 
involved an overall expenditure by Brinex of 
$422,501 for which your Company continued to 
advance the necessary funds. In addition expendi- 
tures by partners in joint venture programmes 
amounted to approximately $219,000. 


The net expenditures for construction of mine, 
mill, other facilities and preproduction at Whales- 
back totalled $2,123,193 during the year and 
these were financed by means of bank loans. At 
the end of the year the accumulated expenditures 
on the Whalesback project were $6,683,982 
including preproduction costs. Some repayments 


Oil drilling rig at Shoal Point, Port au Port Bay, Newfoundland. Se es 
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of bank borrowings were made from the proceeds 
of advances against concentrate sales and the 


bank loan as at December 31, 1965 stood at 
$2,359,000. 


BOARD OF DIRECTORS 


The Honourable Robert H. Winters, Chair- 
man of your Company since 1963, was elected a 
member of parliament in the November Federal 
election. Upon his appointment as Minister of 
Trade and Commerce he tendered his resignation 
as a Director and as Chairman and Chief 
Executive Officer of the Company. 


Mr. Winters was succeeded by Mr. Henry 
Borden, C.M.G., Q.C., who has served as a 
director of your Company since 1963 and who 
is the former President and Chairman of Brazilian 
Traction Light & Power Company, Limited. 


Several other changes have taken place in the 
composition of the Board. The Viscount Rother- 
mere who had been a director of the Company 
since its inception, found it necessary to resign, 
and Mr. T. R. Moore, President and Chairman 
of Price Brothers & Company, Limited, who had 
previously been Lord Rothermere’s alternate on 
the Board, was elected a Director. Mr. W. J. 
Kirwan-Taylor, O.B.E., also resigned and Mr. 
D. J. McParland, Vice-President (Technical), 
was appointed to the Board. 


FINANCIAL 


The revenues for 1965 reported in the Com- 
pany’s consolidated statement of profit and loss 
increased substantially over the 1964 revenues 
mainly as a result of the sales of Whalesback 
copper concentrates which commenced in Sep- 
tember. Similarly, the higher expenditures for the 
year are mainly attributable to the inclusion of 
the costs of producing the concentrates. After 
allocation of $39,894 in respect of amounts 
attributable to the minority shareholders a profit 


for the year of $740,199 remained, as compared 
with a loss of $208,350 in 1964, and the earned 
surplus was $265,475 as at December 31, 1965. 


As in previous years the Company’s consoli- 
dated balance sheet does not include the assets 
and liabilities of Twin Falls Power Corporation 
Limited, and the consolidated statement of profit 
and loss includes only the dividends declared by 
that company in respect to its shares held by 
Churchill Falls (Labrador) Corporation Limited. 


The directors wish to pay special tribute to the staff of the Company, whose efforts and loyalty 
during a period of great activity are gratefully acknowledged. 


Vice-President and 


General Manager 


Montreal, February 11, 1966 
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Chairman 
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DEVELOPMENT OF NATURAL RESOURCES IN NEWFOUNDLAND 


CUMULATIVE 
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MARCH 31, 1954 
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by BRINCO, ITS SUBSIDIARY AND ASSOCIATED COMPANIES 


Funds invested by shareholders of 
British Newfoundland Corporation Limited 


Funds invested by minority shareholders of Churchill Falls 
(Labrador) Corporation Limited, joint venture partners 
in mineral exploration and bank loans 


Funds invested by minority shareholders and 
bondholders of Twin Falls Power Corporation Limited 


1756591 957, 21 9SSen 950mm OOOm—I CO mmOG2 
DECEMBER 31,1962 1963 1964 1965 


Dheiees ae Wih OUND TAN D CORPORATION oC VeLLE D 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
Year ended December 31, 1965 


Sales of concentrates, revenue from management services, and rental of 
water power rights and facilities 


Operating, administrative and other expenditures 
(including $406,614 depreciation and amortization of buildings, plant, 
equipment, leasehold improvements and preproduction expenses) .......... 


Less transferred to mineral exploration and preproduction expenditures 


Profit or (loss) from operations . 


Add: 


Income from investments and capital gains on sales of investments ...... 


Dividends from Twin Falls Power Corporation Limited ..........0...0.00....... 


Provincial taxes on income of prior years (note 4) .... 


Profit or (loss) for the year 
Promt attributable to the ainority shareholders ......:..............0. every pein 


Profit or (loss) transferred to earned surplus ..... 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 


Deficit at beginning of year .... 


Profit or (loss) for the year 


Deduct prior years’ losses attributable to minority shareholders .................... 


Earned surplus (deficit) at end of year ..... : 


1965 1964 
$2,454,570  $ 921,014 
2,273,002 1,362,504 

231,626 239,633 
2,041,376 1,122,871 

413,194 (201,857) 

145,846 52,161 

225,000 = 

784,040 (149,696) 

3,947 — 

780,093 (149,696) 

39,894 58,654 
$ 740,199  $ (208,350) 
$ 474,724  $ 296,067 

740,199 (208,350) 

265,475 (504,417) 

= 29,693 
$ 265,475 $ (474,724) 


Refer to page 18 for accompanying notes to the consolidated financial statements and the 


Auditors’ Report to the shareholders. 
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NEWFOUNDLAND 


AND SUBSIDIARY 


BRITISH 


CONSOLIDATED BALANCE 


ASSETS 
1965 1964 
Current assets: 
Cash on hand and-with bankers 22204004 Seen 88,053 $ 764,062 
Treasury bills and other short term investments — at cost .................... 159712 1,686,782 
Government of Canada bonds — at cost 
(market value $1 ,246,623)00 ince oe oe 1,245,200 1,496,375 
Accrued. interest“ receivable Gi. oo ee eee 17,368 30,530 
Accounts receivable 22a ae neces ae eee 663,186 231,695 
Due from Twin Falls Power Corporation Limited .................0......c.00 134,945 62,396 
Inventories. of supplies —— at cost... 730 ey eae 3115909 192,617 
Prepaid ‘EXpenses <6. 62c cy geass eae eae rea ae myo 7/9) 1,944 
‘Lotalcurrent assets sue ee es ee, eee 4,811,250 4,466,401 
Investment in partly owned subsidiary not consolidated — 
Twin Falls Power Corporation Limited (note 1): 
Shares’ ——-at Cost 2. ee ee ee ae 2,500,000 2,500,000 
Land, buildings, equipment and access road facilities — 
at cost less accumulated depreciation-of $607,276... 2.2.2 oe 6,073,088 5,202,268 
Leasehold improvements — at cost less amounts written off ..........00.0.0..0.... 145,419 174,385 
Mineral, timber and water power rights and concessions — 
At COSL 2 o fotncceteaua deny o3e pee RU ee 35,001 35,001 
Preproduction expenses —- Whalesback mine — 
ab. cost less amounts written Off i ee 2,845,597 2,008,637 
Expenditures on exploration, surveys and studies). 3.0) .10...2 0. 15515629 i 14,035,084 
Organization-and, financing, expenses (4/0) nee og es 1,001,551 1,001,551 
$32,568,197 $29,423,327 


Refer to page 18 for accompanying notes to the consolidated financial statements and the 


Auditors’ Report to the shareholders. 
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CORPORATION LIMITED 


COMPANIES 


SHEE DECEMBER: 31, 1965 


ETABILITIES 


Current liabilities: 
ACC OUisepayabie.and accrued charges ....1.05..c0 site vestencecies a -.co 


dik loan NOtCe a) erm: cue 6. ean. ote bere NS MO Ria hl sot NA al eRe 


Minority shareholders’ interest in subsidiary companies ......00.0..00-00.00.000-.. 


Shareholders’ equity: 
Share capital: 
Founders shares: 
Authorized and issued — 
3,175,812 shares without nominal or par value ............ 


Common shares (note 3): 
Authorized — 
16,824,188 shares without nominal or par value 
Issued — 
8,764,041 shares without nominal or par value ............ 


Earned surplus (deficit) — per statement attached 00... 


Gapital surplis«atisilie One COUSOMCATION ie eccuse ccc 8-c-aw Gi saconvyonics dase de 


APPROVED ON BEHALF OF THE BOARD: 


Aecl lee 


Director 


Ciel PS. 


Director 


Foes 


1965 1964 
$ 765,355 730,768 
2,359,000 = 
4,613,919 4,602,835 
2175 812 3,175,812 
19,680,138 19,680,138 
22,855,950 22,855,950 
265,475 (474,724) 
1,708,498 1,708,498 
24,829,923 24,089,724 
$32,568,197 $29,423,327 
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(1) 


(2) 


(3) 


(4) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1965 


Principles of Consolidation: 


Voting control of Twin Falls Power Corporation Limited, but only one-third of 
its equity share capital, is held by Churchill Falls (Labrador) Corporation Limited 
which is a subsidiary of British Newfoundland Corporation Limited. Twin Falls 
Power Corporation Limited reported a profit for the year ended December 31, 
1965 of $833,584. The undistributed profits to that date were $501,513. Con- 
sistent with the practice in prior years, the assets and liabilities of that company 
have not been included in the consolidation. The company’s consolidated accounts 
include dividends of $225,000 received or receivable from Twin Falls Power 
Corporation Limited. 


British Newfoundland Exploration Limited: 


The bank loan was incurred for the purpose of constructing and bringing the 
Whalesback Mine into operation and in this connection British Newfoundland 
Exploration Limited has undertaken not to mortgage fixed assets, pay dividends and 
otherwise alienate the fixed assets or working capital during the term of the loan. 


Capital Stock: 


There are 250,000 common shares without nominal or par value reserved for the 
grant of options to officers and employees. At December 31, 1965 no options had 
been granted. 


No provision for taxes on income has been made in respect of the current year because 


of the accumulated tax losses and the three year tax exemption granted to new 
mines. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of British Newfoundland Corporation Limited 
and subsidiary companies as of December 31, 1965 and the consolidated statements of profit and loss and 
earned surplus for the year then ended and have obtained all the information and explanations we have 
required. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and 
as shown by the books of the companies, the accompanying consolidated balance sheet and consolidated 
statements of profit and loss and earned surplus are properly drawn up so as to exhibit a true and correct 


view of the state of the affairs of the companies at December 31, 1965 and the results of their operations 


for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 


Chartered Accountants 


Montreal, P.Q. 
February 11, 1966 
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